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Group 2: Psychiatric hospitals operated by the State of South Dakota.
Group 3: Other hospitals. (Any hospital not in Group 1 or 2.)

Payments to Group 1 hospitals qualifying under Medicaid inpatient
utilization method will be based on the standard deviation that a
facility’s qualifying rate exceeds the Medicaid inpatient utilization
mean for all participating hospitals. Payments to Group 1 hospitals
qualifying under low-income utilization method will be based on the
standard deviation that a facility’s qualifying rate exceeds the low-
income utilization mean for all participating hospitals. Payment will
be made according to the following schedule:

if the qualifying rate is greater than the mean rate to less than
1 standard deviation above the mean - $12,970

if the qualifying rate is 1 standard deviation above the mean to
less than 2 standard deviations above the mean - $25,940

if the qualifying rate is 2 standard deviations above the mean to
less than 3 standard deviations above the mean - $38,910

if the qualifying rate is 3 or more standard deviations above the
mean - $51,880

The amount of payment for each hospital is arrived at as follows:

The total number of facilities qualifying at greater than the mean,
greater than one standard deviation above the mean, greater than two
standard deviations above the mean, and greater than three standard
deviations above the mean is determined. The total amount of funding
budgeted for disproportionate share payments is then allocated starting
with those facilities qualifying at greater than the mean. Facilities
qualifying at greater than one standard deviation, greater than two
standard deviations, and greater than three standard deviations above
the mean are paid double, triple, and quadruple, respectively, the
amount for facilities qualifying at greater than the mean. The payment
amounts are adjusted until all the budgeted funds would be spent.

The proposed disproportionate share payment for each facility is then
compared to the payment limit that has been established for each
facility. If the payment limit is less than the proposed
disproportionate share payment, then the payment limit amount will be
the disproportionate share payment for that particular facility. The
sum of the payments made to facilities where the payment limit was met
is then subtracted from the total amount budgeted. The remaining
budgeted funds are then allocated equally among the facilities where
the payment limits have not been met. The subsequent allocation again
ig determined to insure that facilities qualifying at greater than one
standard deviation, greater than two standard deviations, and greater
than three standard deviations above the mean are paid double, triple,
and quadruple, respectively, the amount for facilities qualifying at
greater than the mean.

Payments to Group 2 hospitals qualifying under Medicaid inpatient
utilization method will be based on the standard deviation that a
facility’s qualifying rate exceeds the Medicaid inpatient utilization
mean for all participating hospitals. Payments to Group 2 hospitals
qualifying under low-income

TN #04-003 ‘ - SEP 2 1 2004

SUPERSEDES APPROVAL DATE EFFECTIVE DATE 04/01/04
TN #03-005



